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GZITIC

12 April 2002

SECURITIES & EXCHANGE COMMISSION,
Office of International Corporate Finance,

450 Fifth Street, NW

Mail Stop 3-9

Ivjvélilington, DC 20549 m ’ %&5@\¥

02028661
Dear Sir/Madam,

Re: GZITIC Hualing Holdings Limited - File No. 82-4195 (“the Company”)

Enclosed please find the following documents for your record:

Name of Notice or Report Circulation Date Information Provided to
Announcement 10 April 2002 Stock

Exchange/Newspaper
Press Release 10 April 2002 Stock

Exchange/Newspaper

PROCESSED

Thank you for your kind attention. ' i MAY 8 § 2002
Yours sincerely, THOMSON
For and on behalf of FINANCIAL

GZITIC Hualing Holdings Ltd.

%7\

Wong Hon Sum
Company Secretary

HW/ip \X
Encl. A Y

Rooms 2802-4, 28/F., Harbour Centre, 25 Harbour Road, Wanchai, Hong Kong.
Tel:(852) 2802 2155 Fax:(852) 2598 8995

hitp://www.hualing.com.hk

EEREFBWE 25 MEHBPDH 28 18 28024

T i%:(852) 28022155 ML E: (852) 2598 8995

http://www.huaiing.com.hk
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NO

VALUE-ADDING HUMAN RESOURCES

The Group has been committed to the corporate culture of “people-oriented, which is the most valuable resources
of an enterprise” and has constantly organized on-the-job training for the employees, aiming to enhance employees’
technical level and to nurture elites. The Group has emphasized the concept of “right person for the right post” and
~ has adopted the modern corporate management model. Reasonable, fair and open assessment scheme has been
established, in order to catalyze employees’ working attitude and to facilitate the operating efficiency.

ESTABLISHMENT OF CORPORATE CULTURE

Management believes that a sound corporate culture will be a key component to strengthen the Group’s future
development. During the year, the Group has adjusted its corporate culture according to the needs in the development
approach. The Group has proactively strengthen the establishment of corporate culture through various activities,
which lead to employees’ deeper understanding of the Group in terms of corporate target, value and operating concept.
This could help to support and fulfill the Group’s business strategies and corporate goals.

AUDIT COMMITTEE

To further protect the interest of shareholders, the Group formed an audit committee on 5 August 1999, The
Committee comprised Mr. Chan Wai Dune, Mr. Lam Ming Yung and Mr. Zhang Xin Hua and is set to improve the
internal control of the Group. The Group has consulted Practice Note on “Formation of Audit Committee” 1ssued by
.the Hong Kong Society of Accountants when it established the duties of the audit committee.

CODE OF BEST PRACTICE

The Company has complied with the Code of Best Practice as set out in the Listing Rules of The Stock Exchange
of Hong Kong Limited throughout the year except that independent non-executive directors are not appointed for a
specific term as they are subject to retirement by rotation and re-election at the Annual General Meeting of the
Company in accordance with the provisions of the Company’s Articles of Association.

PURCHASE, SALE OR REDEMPTION OF SHARES

Neither the Company nor any of its subsidiaries had purchased, sold or redeemed any of the Company’s listed
shares during the year ended 31 December 2001.

Disclosure of information in the web site of The Stock Exchange of Hong Kong Limited.

The full details of announcement of results will be published on the web site of The Stock Exchange of Hong Kong -
Ltd. v

By Order of the Board
Chairman
Chen Xiao-shi
Hong Kong, 10 April 2002




NUL1ICE UF ANNUAL GENERAL MELTING
NOTICE OF HEREBY GIVEN that the Annual General Meeting of the Company will be held at Boardroom 3 & 4,

M/F, Renaissance Harbour View Hotel, 1 Harbour Road, Wanchai, Hong Kong on Thursday, 13 June 2002 at 12:00 p.m.
for the following purposes: .

1. To receive and consider the Statement of Accounts and Reports of the Directors and the Auditors for the year ended
31 December 2001.

2. To re-elect Directors and to fix their remuneration.
3. To re-appoint Auditors and to fix their }gmuneration.
4. As special business, to consider and if thought fit, pass the following resolutions as Ordinary Resolutions:
(i) “THAT: '

(A) subject paragraph (B) below and pursuant to section 57B of the Companies Ordinance, the exercise by the
Board of all the powers of the Company to allot, issue and deal with shares in the capital of the Company
during the Relevant Period and to make or grant offers, agreements and options which would or might
require the exercise of such power (whether during or after the expiry of the Relevant Period) be and is
hereby generally and unconditionally approved; "

(B

=

the aggregate nominal amount of share capital allotted or agreed conditionally or unconditionally to be
allotted (whether pursuant to an option or otherwise) by the Board pursuant to the approval in paragraph
(A) of this Resolution, otherwise then pursuant to a Rights Issue or the exercise of options under any
option scheme or similar arrangement for the time being adopted by the Company for the grant or issue
to employees of the Company and/ or any of its subsidiaries of shares or rights to acquire shares of the
Company, shall not exceed (i) 20% of the aggregate nominal amount of the shares capital of the Company
in issue at the date of passing this Resolution plus (ii) (if the Board are so authorised by a separate
ordinary resolution of the shareholders of the Company) the nominal amount of share capital of the
Company repurchased by the Company subsequent to the passing of this Resolution up to a maximum
equivalent to 10% of the aggregate nominal amount of the share capital of the Company in issue at the
" date of passing this Resolution, and the said approval shall be limited accordingly;

(C) for the purpose of this Resolution:— _
“Relevant Period” means the period from the passing of this Resolution uatil whichever is the earlier of:
(i) the conclusion of the next Annual General Meeting of the Company;

(ii) the expiration of the period within which the next Annual General Meeting of the Company is reqﬁired
by law to be held;

(iii)the revocation or variation of the a'uthority given under this Resolution by an ordinary resolution of
the members of the Company in general meeting; and

“Rights [ssue” means an offer of shares open for a period fixed by the Board to the holders of shares of
the Company on the register of members on a fixed record date in proportion to their then holdings of such
shares (subject to such exclusions or other arrangements as the Board may deem necessary or expedient
in relation to fractional entitlements or having regard to any restrictions or obligations under the laws of,
or the requirements of, any recognized regulatory body or any stock exchange in, any territory outside
Hong Kong); and

(ii) “THAT:

(A) subject to paragraph (B) below, the exercise by the Board during the Relevant Period of all the powers
of the Company to purchase shares in the capital of the Company in accordance with all applicable laws
and the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited as
amended for time to time be and is hereby generally and unconditionally approved;

(B) the aggregate nominal amount of the shares which may be repurchased by the Company pursuant to
paragraph (A) of this Resolution above shall not exceed 10% of the aggregate nominal amount of the share
capital of the Company in issue at the date of passing this Resolution, and the said approval shall be
limited accordingly;

(C) for the purpose of this Resolution, “Relevant Period” means the period from passmg of this Resolution
until whichever is the earlier of:

(i) the conclusion of the next Annual General Meeting of the Company:

(ii) the expiration of the period within which the next Annual General Meeting of the Company is required
by law to be held; and

(iit) the revocation or variation of the authomy glven under this Resolution by an ordmary resolulwn of
the members of the Company in general meeting.”

(iii)“THAT:

The Board of the Company be and are hereby authorised to exercise the powers of the Company referred to
in paragraph (A) of the resolution set out in 4 (i) of the notice convening this meeting in respect of the shared
capital of the Company referred to in sub-paragraph (ii) of paragraph (B) of such resolution.”

By Order of the Board
Chairman
Chen Xiao-shi
Hong Kong, 10 April 2002

Notes:

(1) The Board wish to state that in relation to the ordinary Resolutions set out in item 4 above, they have no immediate plans to issue any

new shares of the Company or to repurchase any existing shares of the Company pursuant to the relevant mandate.

(2) Any Member entitled to attend and vole at the meeting is entitled to appoint not more than two proxies to attend and vote instead of
him. A proxy need not be a Member.

(3) In the case of joint holders of shares in the Company, the vote of the senjor who tenders a vote, whether in person or by proxy, shall
be accepted to the exclusion of the votes of the other joint holders; and for this purpose seniority shall be determined by the order in
which names stand in the Register of Members.

(4) In order to be valid, the form of proxy must be in writing under the hand of the appointer or of his attorney duly authorised in writing
or, if the appointer is a corporation, either under seal, or under the hand of an offices or attorney duly authorised, and must be deposited
at the registered office of the Company (together with the power of attorney or other authority, if any, under which it is signed or a
notarially certified copy thereof) not less than 48 hours before the time appointed for holding the meeting or adjourned meeting, as
the case may be.

(5) An explanatory statement containing information regardmg the Ordinary Resolutions set out in item 4(ii) above will be sent to
shareholders with the Company's 2001 Annual Report.

-
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GZITIC HUALING HOLDINGS LIMITED
ANNOUNCES 2001 ANNUAL RESULTS
TURNOVER AMOUNTED TO HK$1,650,988,000

STRIVING TO BECOME ONE OF THE LEADING HOUSEHOLD APPLIANCE
ENTERPRISES IN THE PRC

(Hong Kong, 10 April 2002) - Leading PRC electrical household appliance
manufacturer, GZITIC Hualing Holdings Limited (“GZITIC Hualing”/ the
“Group”) (SEHK code: 382) announces the annual results for the year ended 31
December 2001. Turnover decreased 9% amounting to HK$1,650,988,000, while
profit attributable to shareholders reached HK$10,759,000, representing a 88%
drop compared with that of last year. Earnings per share were 0.8HK cents. ‘

The Board did not recommend the payment of any dividend for the yeat.

Mr. Chen Xiao-shi, the Chairman’ of the Group, said, “During the year
under review, the househald appliance industry in the PRC was experiencing an
intense competition. The price war was ever-intensifying, leading to a decrease in
the overall price level and in turn a lower earnings profit for the entire industry.
The management of the Group has proactively upgraded the techniques in the
manufacture of products, enhanced the product quality, as well as implemented
effective cost control measures, Stable development has been obtained amid the
keen competition in the white household appliance market due to the Group’s
aggressive operation strategies.” ‘

-more-

P:\ Hualing\ Media\ release\ 2002\ Annual\ AR_E100402-final doc
HRRIEEETRAR JOVIAN Finandal Communications Ltd.
(3 member of JOVIAN Communlcations Group Ltd.)
TR (TR W25 8 .()005-6F Roam 9056, harkour sentre; 25 harbaur road, wanchal, hong kong
t: (B52) 2581 0168 f: (852) 2854 2012 e Jovian@jeviancomm. com
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GZITIC HUALING Holdings Limited
10 April 2002/ P.2

During the year, the sale of air-conditioner has achieved steady growth,
with a total sales volume of 465,000 units, increased by 10% against previous year.
- The sales volume of refrigerator increased about 10% over prior year and reached
approximately 665,000 units. The turnover of both air-conditioner and refrigerator
business experienced a 10% and 6% decrease respectively and amounted to
HK$1,138,884,000 and HK$511,864,000 respectively, mainly due to the fierce price
war which resulted in a dramatic pluhge of averall price level of household
appliance industry. The earnings profit of the market was severely impacted. The
Group has committed to aggressive operation strategies and effective cost cantrol
measures during the year, which facilitated in enhancing products’ profit margins
while minimizing the drop of earnings.

With resp‘éct to the export market, the major export regions of the Group’s
products were Japan, Europe and North America. Following last year's growth,
the total export of air conditioners for the year increased by 110% and amounted to
130,000 units, The total export of refngerator amounted to 250,000 units, increased

4% over last year,

Mr, Chen continued, “The Group’s export business has achieved a faster
growth rate during the year due to the management's dedication to enhance
export products quality and techniques, which in turns facilitated the adaptation
to market change and stringent cost conirol, resulting in a higher products
competitiveness. The Group has participated in influential international -
exhibitions so as to strengthen the Group’s recognition in international household
appliance market and further consolidated the basis in exploring overseas

markets.”

Benefited from the increase in number of new products and the expansion
of market share, the sales volume of air conditioning products in the PRC
increased by 17%, reaching approximately 284,000 units, There was improvement
in the performance of refrigerator business, sales volume amounted to 336,000
units and increased 16% over previous year, |

-more-

P:\ Hualing\ Media\ release)\ 2002\ Annual\ AR_E100402-final.doc
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“Due to the replacement of old refrigeratofs with new ones in the PRC’s
provinces, the further kick-off of the rurpl markets, coupled with the PRC's
accession to the WTO, the performance of the Grdup’s refrigerator business was
satisfactory. The Group believes that the PRC's refrigerator industry will continue
to experience keen competition,” Mr, Chen i{erated.

Having known that cost .advantag]e is the key to success in order to
survive in the competitive market, the Group has further adopted comprehensive
cost confrol in the areas of production, manufacture, procurement, research and
development and warehouse managemeng. Encouraging results were achieved
with unit cost of refrigerator and ajr-conditjoner further decreased by 6% during
the year, on top of the 8% decrease in last year. Owing to the effective cost control,
the production expenditure dropped dramatically and the Group’s gross profits
maintained at a high level of 26% as in last y;ar.

“Apart from implementing cost co1}trol measures, the Group endeavored
to vupgrade the efficiency of management l?y cooperating with the renowned IT
enterprise in the PRC, Legend Holdings Limited, to implement the Enterprise
Resource Planning (“ERP”) System for the Group’s air conditioner business. The
current progress is satisfactory and the initigl phase of the implementation will be
completed in the first half of 2002. The|operation will start right after the
completion and the ERP System will be introduced to other companies of the
Group afterwards. The System could also upgrade the management’s efficiency
and strengthen the Group’s competitiveness.” Mr. Chen said,

Regarding market exploration, fhe Group has been committed to
strengthen management of . sales network. Effective cost contra] and the
distribution channels have facilitated the m;uket exploration. With respect to the
domestic markets, the Group’s strategy was'r to cooperate with some distributors
located in areas where their conditions a.rf: already matured, and set up joint
ventures, The Group could then directly contro] the sales channels. On the other
hand, distributing offices were set up in ChEngdu and Hunan during the year in
order to expand the Group’s air conditioner business beyond provinces and the
performance was satisfactory. | .

1

-niore-

-Pr\Hualing\ Media\release\ 2002\ Annual\ AR_E100402-final.doc ‘

RRETEMEFMRAT JOVIAN Financlal Communications Ltd.
(a member of JOVIAN Communications Graup Ltd.)
R M 26515 %R (1,905-8 Room 905+6, harbaur sentre, 25 harhaur road, wanchai, hong kong
, t: (852) 2581 0168  F: (852) 2854 2012  e: fovian@{oviancamm.com



J

UV LIALIN

communlcatlons

GZITIC HUALING Holdings Limited
10 April 2002/ P 4

“With the ever-maturing household appliance techniques in the PRC, the
differentiation of core techniques, which in turns strengthen the development of
new products, will be the key to enhance the competitive edge of products. The
Group has fully utilized its current resources and invested RMB 36,000,000 in
research and development, especially in expanding the scale of research and the
technical level. The results were satisfactory. Concurrently, the Group has
proactively developed and launched new products to the market, 52 new products
were developed during the year, As a result, the Group owned 138 refrigerator
models and 121 air conditioner models to-date, in which a wide collection of high,
medium and low end product portfolios were established, The competitive edge of
“HUALING” products has been enhanced.” Mr. Chen emphasized.

In line with the Group’s long-termn goal, enhancement of employees’
value-adding quality and corporate culture establishment has been carried out.
Through various systematic training schemes, the quality of employees has
become mare professional and much younger. The Group’s human resources
foundation has thus been consolidated.

For the first quarter ended 31 March 2002, satisfactory results were
obtained. The export of refrigerator reached approximately 106,000 units,
representing a substantial increase of 55% over the same period last year, The

~ export of air conditioner amounted to 66,000 units, mcreased approximately 28%

over the carresponding period last year.

The refrigerator business performed outstandingly in the 2002's first
quarter. During the period, total sales volume reached 164,000 units, representing
an increase of 13% against the corresponding period last year. The Group adopted
effective operational strategies in the competitive business environment, which led
to satisfactory results, |

-more-

. i
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The sales volume of the air conditioner has decreased around 13% in the
first quarter, amounting to 94,000 units. The situation has reflected a keen
competition in the air conditioner market, but the seasonal change has also
impacted the sale. Since the first quarter was between the end of winter and early
spring, the sale of air conditioner was sluggish.

In the face of intense price competition, the Group will continue to
implement stringent cost control measures and to strengthen the cost advantage.
Meanwhile, the Group will also consolidate the internal management, implement
energy saving plan, minjmize the wastage of resources, as well as the layoff of idle
employees. The comprehensive cost control is expected to increase the Group’s

earnings profit,

The popularization rate of air conditioner in the urban area of the PRC
maintains at about 35%, while the rural market is still in the infant stage.
Concerning the export market, since the PRC’s household appliances have
achieved advantages such as low cost, high quality and scaled prvoduction, after
years of rapid development, the PRC has become the global manufacturing centre
‘of household appliance. Though currently, vigorous competition has led to the
drastic drop of earnings profit, along with the rearrangement of resources will
come the improvement in the war of price slashing. Looking ahead, the Group
believes that the prospect of household appliance industry is still very optimistic.

“In view of this, the Group will proactively seize the opportunities arising
from the PRC’s accession to the World Trade Organization. The Group is
dedicated to upgrading the quality and profile of the air conditioners so as to
satisfy the changing demand of the market. In the meantime, the Group will {fully
utilize its advantages in all kinds of resources and to establish a more extensive

- sales networl, and to further expand the Group’s market share in the PRC. In face
of the trend of resources rearrangement in the industry, the Group will proactively
explore opportunities. The Board expects that, capitalized on the aforementioned
aggressive market strategies, the Group could become one of the leading

- household appliance manufacturers in the PRC.” Mr. Chen concluded.

-more-
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GZITIC HUALING Holdings Limited
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About GZITIC Hualing Holdings Limited

GZITIC Hualing Holdings Limited established in 1985 and js a manufacturer of
househald appliance. The Group mainly engages in the manufacture and sales of
electrical household appliances under the brand of “HUALING” in the PRC.
Products include air-conditioners, refrigerators, mini-refrigerators and
dehumidifiers. The Company was listed on the Stock Exchange Hong I<ong
Limited in December 1993,
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